DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

1594 West North Temple, Suite 1210

PO Box 145801

Michael O. Leavitt Salt Lake City, Utah 84114-5801
Governor § 801-538-5340

Lowell P. Braxton § 801-359-3940 (Fax)
Division Director § 801-538-7223 (TDD)

g:-)\ State of Utah

September 11, 1998

TO: Minerals File
FROM: Tony Gallegos, Reclamation Engineer dd%
RE: Meeting Documentation, Uintah Count intah County Asphalt Mine, M/047/022

Uintah nt tah

Date: August 25, 1998
Time: 1330 - 1430
Location: Division of Oil, Gas & Mining offices

Participants: ~ Lonnie Hogan, Uintah County Road Dept.; Kate Erickson, Terry Gale, Uintah Special
Service District; Mary Ann Wright, Wayne Hedberg, Tony Gallegos, DOGM

Purpose of Meeting:  To hear permit concerns expressed by Uintah County in relation to the recent
initiation of operations by Crown Asphalt Company and notice to the County to
vacate the mine area.

Uintah County representatives requested this meeting with Division staff in order to respond to
an August 19, 1998 letter from Crown exercising their option to assume all mining operations in the pit
according to the Tar Sands Supply and Mining Agreement. This agreement was signed May 16, 1996
by representatives of Uintah County, Buena Ventura Resources Corporation, and Wembco, Inc. A
copy of the Tar Sands Supply and Mining Agreement and Crown’s August 19, 1998 letter were
provided to the Division by the County(copies attached).

According to the Agreement, the County has two weeks from receipt of the Crown’s written
election to assume all operations on lands subject to the agreement. The County has no problem
honoring the terms of the agreement as it pertains to operations within section 31. The County has
concerns with the recent confusion regarding the status of their large mine permit with the Division. At
a recent meeting in county Commission offices, their were informed that their permit was considered to
be absorbed by the Crown permit and they no longer had an active permit to mine, however, the
Division had billed the County for a large mine permit fee which they had already paid.

As a result of these events, the Division has now determined that Crown and Uintah County
both have a valid mine permit with the Division. These two permits overlap in a number of areas.
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Ideally, there would be one permit for the entire mine area as a result of a formal permit transfer.
Such a permit transfer did not occur. Mineral rights to the asphalt were given to Crown and Uintah
County under the terms of their lease agreements with Wembco, Inc. The Division has no jurisdiction
regarding disputes over mineral rights. The Division has a concern with insuring that multiple
operators within the same disturbed area follow the approved mining and reclamation plan. Due to the
overlapping permits, the Division will be requesting supplemental information in the near future which
describes the mining and reclamation plan for operations conducted by both Crown and the County in
the near future.

In response to this meeting with County representatives, the Division agreed to send a letter to
Crown and the County clarifying the status of both permits, and informing both operators that
supplemental information will be required in a later Division letter. |

Attachments: Tar Sands Supply and Mining Agreement; Crown Asphalt Corporation August 19, 1998 letter
cc: Division file M/047/032
Kate Erickson, Uintah Special Service District, (P.O. Box 144, Vernal, Utah 84078)

uintah-1.mem
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HAND DELIVERED/CERTIFIED MAIL NS

August 19, 1998

Uintah County Commissioners |
C/O Mir. Lewis Vincent, Commission Chairman |
P.O. Box 142 |
Jensen, Utah 84035

Dear Commissioners:

Pursuant to the terms of the Tar Sands Supply and Mining Agreement, dated May 185,
1996, between Crown Asphalt Corporation (formerly BuenaVentura Resources
Corporation) and Uintah County, this letter will serve as notice of Crown’s election to
immediately assume all operations on the lands subject to said agreement in Sections 30
and 31, of Township 4 South, Range 21 East SLM.

Sincerely,

.-

& Jay Mealey
President
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TAR SANDS SUPPLY AND MINING AGREEMENT

This Tar Sands Supply and Mining Agreement (*Agreement”) is entered into
effective this 15th day of May, 1996, by and between BUENAVENTURA RESOURCES

CORPORATION, a Utah corporation, 215 South State Street, Suite 550, Salt Lake City,

Utah 84111 ("BVRC"), UINTAH COUNTY, a body politic of the State of Utah, 147
East Main, Vernal, Utah 84078, and WEMBCO, INC., 727 Orange Grove, #7,

- Pasadena, California 91105 ("Wembco").

RECITALS

WHEREAS, U’mtahCountyopmtesanexistingmineintthB% of Section 30
ofTownship4South,Range21East,SLM,tominealﬂptoducetarsandsforthe
construction and maintenance of its roads;

WHEREAS, BVRC leases and operates an existing mine in the NE' of Section
31 of Township 4 South, RangeZIBast,SLM.uomineandproducemsandsforthe
construction and maintenance of roads;

WHERBAS,BVRCintendstoexpanditsexisﬁngtarsandsminctomineand
pmdncemrsandsandmmrtherpmcusmemsandsfmsepmﬁonofbiumenmemﬁom
and for the production of other by-products from tar sands;

WHEREAS, Wembco owns the sorface and mineral rights of the lands involving
the Uintah County and BVRC tar sands mines, subject to certain rights of Uintah County
mdBVRC'wconducttheiropexaﬁmsasthoseﬁghtsmwmbﬁshedandsetfonhin
documents contained in the records of the Uintah County Recorder;

WHEREAS, Uintah County has expressed a desire to expand its existing mine
OperaﬁonsonlandsunderleasemBVRbeWunbco,andBVRChasagmedtosm:h
expansion under certain negotiated terms and conditions; and

WHEREAS, WembcohasagreedtotheexpansionoftheUixthountytarsands
mine within the NE% of Section 31 of Township 4 South, Range 21 East, SLM as set
forth herein.

NOW THEREFORE, for a good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged by the parties subscribing hereto, and in
consideration of the mutual covenants contained herein, the parties agree as follows:

1. There is hereby dedicated to the exclusive use and benefit of Uintah County
for county road purposes, 300,000 tous of tar sands ore on lands owned by Wembco in
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the NE% of Section 31 of Township 4 South, Range 21 Bast, SLM. For purposes of this
Agreement, tar sads ore is defined as tar sands having an oil content of not less than
eight percent (8%) by weight and which is suitable for use in the construction of county
roads, as those madshavgbeenandarebeingconsu'uctedinUintahCoumy.

2. As soon as reasonably practicable and upon receiving the necessary
governmental approvals, Uintah County shall expand its tar sands mine by approximately
ten (10) acres on lands within the NE% of Section 31 of Township 4 south, Range 21
East, SLM, more exactly described and depicted on Exhibit "A" attached hereto, and by

this reference incorporated herein.

3. UintahCountyshallmnovealltopsoiland.OVerburdenﬁ'ommelamls
depicted on Exhibit "A" and stockpile or otherwise utilize the top soil and overburden as
approved by the Utah Division of Oil, Gas and Mining, and BVRC.

e 4. ‘UintnhCoumysballhavemeexclusiverighnominetarsandsﬂomthe
landsd&scxibedoanhibit"A”umﬂsuchﬁmeasithasminedandremovedm,ooowm
oftarsandsore,orunﬁlBVRCmaksitswﬁmdecﬁontoassumealloperationson
these lands, whichever first occurs. BVRC's written election shall be deemed effective
tWO(Z)WeeksafteritsdelivetywtheofﬁcwoftheUintahCmnnyCommission.

5. Forallmrsandsoremined,mnovedanddeliveredtot]'thountyfor

the lands described in
$1.50 per ton; provided, however that Uintah

1 above, itshallbeshallpayamyaltytoBVRCot

County shail have a credit of $1.00 per ton

oftaxsmdsoreforeachSl.mitreasomblyandamMyspendsmminingandmmwing
the overburden from these lands. For example, if Uintah County spends a total of
$50,000 for mining and removing the overburden, it shall pay to BVRC for all tar sands
orerm'nedandremovedﬁomthelandsamyaltyofS.SOforthnﬁntS0.000tons,md
thereaﬁeramyaltyof$1.50pertonforalltonsoftarsandsoremimdorremovedfrom

said lands.

6. UponBVRCexercisingitsdecﬁonmassmneopemﬁonsusetfqrglgin
paragraph 4 above, Uintah County shall be relieved of all reclamation responsl'bmqu,
and BVRC shall assume all reclamation responsibilities for the lands which are the subject

of this Agreement. Furthex,BVRCshallthemaﬂerhavetheexclusiverighttominetar-

sandsfromm&selandsandoompydmsame;provided,however,matitshandeﬁver

mined tar sands ore to Uintah County until

its 300,000 ton entitiement as established

under this Agreement has been satisfied. BVRC shail deliver tar sands ore to Uintah

County at the mine site at a cost equal
percent (15%) and the royaltics provided for

to its actual mining costs plus fifteen
inpan.gmphSabove,butnotwexceeda

total delivery cost of $5.00 per ton inclusive of royaity (adjusted for inflation on a yearly
basis after the third anniversary date of this Agreement). If, for any reason, BVRC is
unable to deliver tar sands ore to Uintah County at the cost not exceeding the $5.00 per

P.3
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ton (as adjusted for inflation), Uintah County shall have the right to reasonably enter upon
the land, and use so much thereof as may be reasonably necessary to mine and remove
tar sands ore until it has satisfied its 300,000 ton entitlement.

7. In conducting any operations on the lands described in paragraph 1 above,
Uintah County shall be responsible for all costs associated with its operations, and shall
not allow any lien to be recorded against the land. Further, Uintah County shall conduct
all of its activities in a2 workmanlike manner, carry adequate insurance to pay personal
injury or property claims for judgment which may result from its operations, and shall
maintain accurate records of tar sands ore removed from the land. BVRC and Wembco
shall be allowed to review the records of tar sands ore removal upon providing Uintah
County at least five (5) days advance written notice. The notice shall be deemed effective
when delivered to the offices of the Uintah County Commission.

8. This Agremnemshannotcreateaparmmhipnoragmcyrelationship among
the parties hereto. At no time shail any party be deemed the contractor, s-ubcon.tm:'tor.
agent, or employee of the other in exercising its rights and in performing its obligations
hereunder.

9.  This Agreement may not be amended or modified except in writing.

10. ThisAgreunemshannotmstrictorothemiselhnitanyﬂghts.theparﬁw.
or any of them, bave or may have with respect to the lands described herein, and shall
pot in any way be construed in derogation of any such rights.

DATED effective the day and year first above written.

UINTAY COUNTY
W =}y’

Dated: B~ 7£- ¢ By:

BUENA RESOUR RPORATION

Dated: _S> / 7 / % By: W

Thomas W. Bachtell, President

WEMBCO, INC.
Wl
? . — SOTIGTG p—

Dated: = L(' }’6 By; a o, -:-"_—_-,; - -
; James L. Bames, Vice President




